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CHAPIER ONE 


STATEMENT OF THE PROBLEM 


if institutions of highexs leering ere to achieve their 
maxim: potential within the educational hierarchy, they ree 
quire a comprehensive program of financial management. At 
present, few have one, This paper will address itself to the 
Problem as exemplified by the decision making process for ca- 
pital expenditures im public junior colleges, Specifically, 
the inquiry will be directed at the following questions. 


presently utilized by corporate and 

governmental financial management be 
adapted to capital expenditure deci- 
sions in the public jmior solleges? 


Can sost-benefit and econometric 
analyses of the financial implications 
of a capital project be utilized to 
present the relative benefits of the 

 eompeting alternatives? 
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Gan these analyses of capital expen= 
ditures sharpen the decision making pro} 
cess of the edueational administrater and 
assist him in selecting those capital 
items which most closely meet the future 
requirement of the institution? 


Of equal importance, can these cone 
septs and techniques be presented in a 
format eagily widersteod not only by the 
administrator and his steff, but also by 
the governing legislature or trustees so 
that they become useful toole and not eso- 
teric aduinistrative status ayubola? 


ANALYSIS OF THE PROBLEM 


During its entire history the American society has 
placed increasing emphasis on education, Though the trend 
has been the most dramtic cince Yorld War IT, lts roots 
lay in @ broad movement discerned more than one hundred and 
thirty years ago by Alexis de Toequeville, who observed 
that in the United States, the many would demand what in 
formed ani is sustained by the cenemsl public, not by cove 
has been cenerated at the lowest level of public pressure 
and foreed upwamis, Yet it is ironic thet, of all the mjor 


ole 


~neavie Ladies % peiane ened s 


oe seo 


é“ r : 
; = 
eh } 
" : 
a J 
y 
a s y 
we 
avian i 
. a o > 
q 
a 
me, 
F Rice i 
a 4 
i t Pi) 
m4). if 
; ok ¥ : 
cat &, My 
} ms 
A 
bei 
- 
’ 
" 
r 
; 5 
K 


on Jue 
wublie funetions in America, education alone received no 
mention im the Constitution; particularly simee it is rm. 
pidiy becoming a deminate feature of om culture. 

Theugh authorities differ on the scope and thrust of 
education in the future, they ail agree that it wili ine 
erease not only in absolute, but in relative importance 
emi sige, Partially ac a reewlt of this, and possibly the 
cause of it, a growing role in the educational hierarchy 
represent the most rapidly expanding segment of higher edue 
cation and there are numerous indieations that the trend 
will continue inte the foresesable futwre. 
and ignere the financial implications of thelr desisions., 
bean on obtaining more funis, not on more efficient and ef~ 
ted in the past, As long as higher education absorbed only 
& gual] pert of the natiom] resourses and locked te the pri- 
aboorbed by the static financial bulk of the college without 
threatening ite existence or causing a mjor disruption of 

As @ whole, educational administrators have been slow to 
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realige that the situation hes changed; and that the tradi«+ 
tional scope of financial management can no longer meet the 
preblens of today, much less those looming in the fut. 
They have been reluctant to adopt techniques and concepts 
that are better suited to deal with the urgent problems now 
confronting them. 

The explosive growth, not only in the munber of stue 
dents enrolled, but in the number of inetitutions engeced 
in collegiate level education has imposed new demands on 
academic administrations. From 1950 to 1965, enrollment 
in colleges and universities almost tripled from 2,201,293 
to 53920864" and the nusber of colleges and universities 
rose from 1,851 in 1950" to 2,230 in 1965." (over one third 
of the new institutions were Junior colleces. ) 


Rxpenditures for operating funds and capital investment 
inorensed from 2.678 billion dollars in 1950 to 8.870 billion 
in 1962." Preliminary estimates indicate that the total in 
1966 exceeded 10,000 billion dollara.”? ‘These statistics cive 


oar gre funds ph gh all  eeupence wens 63963 million. Statie~ 
fy ° « 
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geome indication of the srowth occuring today, but they 
oly hint at the educational explosion of the future. 

All. colleges are caught up in this dynamic growth 
pattern and the changing roles played by the private and 
public sectors of cur society; but it is at the public jue 
nior college that these forces are most concentrated, most 
evident and most critical. The newest member of the acadee 
mic hierarchy, wesure of ite fubure role, beset by conflice 
ting pressures, and welergoing the greatest rate of growth, 
the junior college has the most te benefit from compre! 
sive financial management and yet often appears to be the 
least prepared to sooept it. 

Ae stertling ae this documentation of growth may be, the 
major problem is embodied in the entry of goverment into the 
dents were enrolled in publicly supported colleges; by 1964 
the total exceeded sixty five percent.’ The increase of 


eal levels, The federal covernmment has rapidly expanded ite 
share, From 1960 to 1965 its contributions in direct grants 
ani loans alone tnereaged from 1/000 billion dollars to 2.456 
Dillion and this reflects only what is euphemistically tern« 
@4 the “take off phase of federal assistance, Though the 


full impact of this move will not be apparent for some tine, 
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4¢ is already becirming to have an influenee on tho decision 
gallus: process at the higher levels of education admini«e 
etretion ani this influence will permeate dowm to and spoead 
timough the lowest levels. Without commnting on the philoe 
sophieal issues or the political congiderations involved, it 

is reasomble to expect that as the federal covermment ascunes 
& greater proportion of the financial support of higher efue 
eation it will demand a more exact justification and mnagee 
ment of those funie, There is ample evidence of this trend 

in the administration of other federal prograns such ae high» 
that the academic comnmity wili be exempted. This does not 
polieys only that it will pro-cemition funda on the adoption 
of @ etandent eysten of financial uanagement.* sven if funde 
inereage in presaure on the state to conform to the federal fie 
maneliel stanierds anid this will be trenenitted dow to the in» 
dividual colleges and miversities. The oame reaction will proe 
bably occur with the secondary supperting funda, such as stulent 
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though they are at present the heaviest contxeibuters to high 
ey eduention. Firet, the state soverning boamis ani lerisce 
latures are much more subject to direct, immediate political 
pressure to miintain the gtatug gugo in the colleges; and se- 
condly, most state governments are not mich further advanced 
than the schools in the field of exact financial anelysic, 
The federal government is far more sophisticated than noat 
other levels of government in financial menagement.+ 
nentse«as inevitably they must be--the college that is best 
prepared to operate under the new comoepts will be the one 
 dapduiathashapnegiatadensneanstendnanens supporting gove 
are his chances of obtaining them. It will become a basic 
fact of life 1£ they are to survive and have a viable aca- 
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to mintain their acereditation. Fioal dats has not been 
oomiled for the intervening period, but it appeara that the 
total will be even hishe, These failures were during a time 
seodented prosperity for academic institutions. Though 
poor financial mmacement may not have been the only oause, 
inefficiencies in sacedemic adminicioation are of mjor pro} 
portions. ‘riting in 1950 Seymour larris estimted that if 
Aion dollars could be saved by 1970 with no deterLamtion in 
(a alema nanyestpmetademapeugll 
been Founint aut lave aise opeated tn 8 cline of optinten 
‘ting today are less than twmty years old and have enjoyed a 
témogs But should a retrenchment oceur, even on a modest scale, 
—  Amaaanaad olinasapaapedeaees dacauansdedasnnsnas 
Tennis Ganeey enh eattnnniniie tren teete teeta 46 
entele, (This would be particularly true of state and local 
ee oe ee 
found in the federal. goverment.) The 1 managed 
getbnes W422 Chat 46 Carries te eoemmaien withers Leewrine 
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the qwmlity of ite instruction. Aa this ie written, Gali« 
fornia is engaged in « bitter struggle over fimds for highe 
ex education, the outcome of which may well jeopeatize the 
academic otandards, if not the existence, of the more mare 
gimally managed colleges. ‘Though poco financial managenent 
appears to be critical in the public jumior colleges, other 
institutions are exposed to the came dangers. The Univer» 
sity of Pittsburgh surrendered its independent status, not 
Deeause of academic deficiencies, but through inadequate fi«~ 
nancial management, ‘The University of Buffalo (sew York) 
endured the same fate three years earlier in 1962. There 
is reason to believe that some public jimicr colleges exe 
Ast todey only by virtue of the apmrentiy insatiable dew 
fumie presently available. it is also reasonable to aesume 
that at some future time the demand will become more die 
Grininating and that a "shake out" and consolidation will 
ocoux., It will be a difficult moment for those colleges 
who have neclected to build a selid founlation of finanei~ 
@1 managenent, regardless of their academic prowess. This 
does not Include those public junior colleges which wore 
Plarmed but because of poor financial management never 


Te ee 

an exanples, of a a college that wis planned but failed to 

Be Se reriees be One of the case studies, It will be 
R qrekter lacath tater in Gab paoet: 


Biman aber 2 wit) en swotdemstent aot % TItiaup mew 
Bt vw de pmolperderr teal peda | Ooh Soye Of Air 
ead wabbencon age | | | x 
paescdiagns sly a peg 


A. iS” a po oe ry, a ities oe 


\: 


onl, Dew 


PURPOSES OF THE STUDY 


It ie the purpose of this study to demmetrate that 
there ave existent today techniques and concepts of finane 
eial management which are adaptable to the present and fue 
ture capital expenditure problems of the public jumior cole 
leses. These concepts are derived from goverment and priw 
vate business and have proven successful in solving similar 
problems within those segments of society. iIn themselves 
these concepts are not new. The application of them to ede 
usstional administration ia. While there have been some 
rudimentary efforts, they have been mostly comfined to the 
field of procran wuigetings* In actual practice these busi+ 
ness concepts make use of relatively sophisticated tools of 
a@mmlysis but they are basically simple and easily understood 
by the average educational administrator. 

Though this paper will deal primarily with the capital 
expenditure program, it is implicit that the same concepts 
are equally applicable to other areas of financial manarer 
is Nina Siac ebtnilindes dak West Sadie dnp abide hastnaanns 
available for capital expenditure decisions. 
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SIGNIFICANCS GF THE STUDY 


The entry of the federal goverment into the financial 
support of the junior colleges tends to ebscure what would 
ond. the diffusion of democratic ideals im the American soctoty. 
Simply stated it is that the educatiawl adminietretors in a 
democratic society have a morn] obligation to provide a given 
level of education at the lowest possible cost to the citizens 
@¢ that the maximm nunber my reocive ite benefits. Conversee 
ly, though it applies nore to private institutions than to the 
of the stuly which are practical and utilitarian, this one is 
founied on a more) obligation inherent in our culture, Gy ite 
welt it ie ample justification for finmmelial management in edue 
Capital expenditures have a special significance ac a 
point of inquiry, for it ie at this point within the admini« 


the longest period of time, Once commitbed to conerete, the 
desision carmot be reversed and represents a continuing con 
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In & public fimior collece the educate must define the 
fulere goals are aspirations of hie institution: the archi+ 
tect much confine hie vision to yemotleni parameters; ani the 
allocation axl give ite imprimatur to the projest. It ia 
here that the public and political preagures will foous, It 
ani oonorete; aml what ever the decision, the results of it 
will be evident far into the future and will indelibly alter 
ee Seer an & | to olte an extreme exumple, 
, phowetory stanie ag a mute 
Mamming no Less than over 


it is to this decision making process that the financial 
mnager mst first apply his skills and tecmiques, It 1s 
into ® common goal. 


niques, Thus it is ironies thet there ghoul be a need for a 
#tudy such eg this end even more ironie that it should be 
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initiated not br an eduaatew, but by & member of the bude 
noos commmity. The futuro eupleaie on Moencial mince 
is obvious; tt as a whole mot only have eduantiowal adrinie 
and suecessfully avoided seriou; ingwiay inte the msnteat 
initially developed most of theae very teclmiques, 


The majority have soncenteated on improving preset esueahe 
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guide. chis stwly anawers but a maa) portion of the 
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junior colleges, though no distinction will be wade an to 
whieh level of governmental activity provides the funis, or 
if more than one, the relative share of each, "Se 
that there is some mamoe of legislative or sdminietrative 
eoorlination and control over the looal level finances, Howe 
ever, it is to be semeed that the pleming for capital em 
pendituces ie contucted by the individual collese ent that 
the selection, justification, and recommendation of alterna+ 
tives te « fmotion of the Looe atnint “tion, It ie also 
eer Sr Bee See (ha th pected 1960 to 196 
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forsseonhile future, the senlar ehoational adninistutore 

will be dream from the seadenie comamity and net from the 
renke of tamine? mamacers., Thies muy or may net be a valid 
aemumption. There is som controvermy at present ac to 

for his duties, Thame dite athenktieak eh teenehians abtbe 
my become predominate, pectioularly at state or district le» 
vol adninistratione.? However, the design of this paper rests 
om the asmmuption thet the senior adminietamter ia only slighte 


with the time allotted. 

Although equally waldd for a21 institutions in the educa 
they are subject to the greatest preasures that complicate the 
 dmplementation of a comprehensive system of financial mumagee 
nent. Thus by selecting the type of tmetitution that presents 
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the moot formidable obetacies, the walidity of the canoept 
a@howld be proven for any eollece. 

Theugh & preagtan for plaming and budgeting would nes 
3 mommpags O11 facets of input ani oubput for an che 
jective, this discussion will be delimited te capital ai 
ivens oily. Again thie represents the moet difficult appli# 
sohniques and the most eritienl element of 
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of tera, but definition of some of the more Aapartant cone 
cepts seems to be adviaable. 

The term "jumier college" appears to have been eoined. 
just prior to the tum of the century. Ab least seven ineti~ 
tutions have Jaid claim to the honer of beim: the first to be 
so designated.+ Bo th Wo an oonsttanty 1 the cheer een 
ami eonoeptual fowdations; ee Oy SOE em Or 
eOlleges from all but a few educational institutions. A jumior 
Gollege offers academic courses of instruction of a post high 
ihe sided dak i'tune wih eu Weneter ae ee eee 
——aganeadl a panded eimia 'BSBO0 


may receive @ portion of theixe support from public fumia and 
—r there is some private support of onewutl institutions. 
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«of Bee 
acadenio year 1961625" aril though the percentage of private 
support for public schools we gmller, it still amounted te 
ninety eicht million dollars in the sane your's” 

The degree of centralized contre]. of public junior col- 
legee varies greatly from state to state.” Some are amalga« 
mated into a state wide system, others are only loomely feo 
devated and are predominately controlled by local school dise 
tricts. A third wariety exists as an extension center of o 
state wmiversity., All of these patterns may coexiat within 
a single state.” The trend, however, is for gremter sentrmle 
igation of finsnoial control with educational contre] remin= 
ing at the local level: Normally there is no attempt to dif} 
ferentiate between the types of controls when defining "junior 
eollege". 

Within any category of control there is a further divie 
@ion in the conceptual basis of the julor college which could 
be defined aa "post high school" and “college equivalent". 
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Yistorienlly the jumiocr college wis considered an oxe 
tension of high school. Many of them today not only operate 
under that philosepiy, but are included under the game ad« 
ministration as the local elementary and secondary schools 
and in some cages even share facilities. However, in the 
1920's a different concept emerged. This placed the junior 
colleges in a pobition equal to, but parallel with the tre 
ditional college and wmiversity. &Slifornia was the first 
state to give legislative notice to this development.* it 
was patterned after the gyympgium and the lyede of Burepe, 
offering general courses in preparation for the more speci= 
@lized studies in the wiversities. This trend has continued 
though by mo means io it universally aceapted, even within « 

A eharacteriatic of jumior colleges that is inoreasing- 
iy being associated with its definition is ite orientation 
toward student geography. Traditionally a student was ree 
quired to travel to the institution of higher learning and to 
reside within its confines. The jumior college was the pre- 
cureor of an opposite orientation: it brought the educational 
dent population is a universal criteria for the establishnent 
of a commmity junior college. The required total population 
waries widely from 5,000 in Iow, North Dakota and South Caro= 
lina to 100,000 in ohio.* This commmity orientation ts 
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paced on the popular demerni for higher eduestion. Central- 
ized colleres and wiversities were becoming wiwieldy with 
the crowing number of students, thus some geographic seate 
tering was necessary, In addition, the commmity college, 
by eliminating the need fo student housing and ite atten« 
dant ancillary fumetions, could offer education at « Lower 
oost. Though seldom mentioned by contemporary writers, there 
appears to be an additional facter in the scomnmity orientated 
eollege. It has been axiomatic in the American society that 
education was a local responsibility. As long as higher edu» 
cation was available to only a few mexbers of that society 
there was little necessity for loeal control. But as the 
local population underwent ® proportion] intensification. 
This reinforced the already strong Justification for a corme- 
nity orientated college. The comamity junior collece has be-~ 
nenymous with public junior college’ and will be used int: 
 @igeoutsion of junior colleges and a short definition is ap- 
propos, Txansfer courses (or students) refers to the academic 
subjects of s junior college which parallel traditional ineti- 
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tutiens and as the term inplies, are designed to prepare 
the student for transfer to a senior college. Terminal, 
courges are those that can be completed within two years 
and are normally asgociated with specific techmical skills. 

In the disoussion to follow, any terms of a tebhnion1 
mature, cither in the business or education fields, wilt 
be defined in cortext with their application. 


the erestion of & coxponite Semmnen elena wales wah he 
history, present status, ond future projections of the com 
ee In macouenn interviews were held with education] ade 
ob aeheeey in thie ares ant the Ghent to Sneenees 
financial ramegenent which have been proposed or attempted. 
This portion of the study was more notable for what it did not 
aeconpliah than for what it did; for, at a whole, with a fewe 
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and ocoasionally perceptive-~-exceptions, the buik of the 
eurrent writing on the subject ws devoted to detailed ace 
countines procedures, sugsested methods to obtain more funds, 
or dismisses financial management in a college as a pedestri+ 
an activity with which the academic administrater should not 
emmeerm himesif, or “which the wise administrator will dele}~ 
gate at the earliest possible noment*,* 

The statistical analysis was somewhat more productive. 
Data was eathered, as far as possible, from primary collest- 
ing sources; the three major oned of which ave the United States 
Office of Education, the American Association of Junior Colleges 
and the American Coumedl on Edueetion. Only when data was unobe 
taimablie from the primary source and was considered significant 
to the stuly, was it extracted frou secondary documents, The 
Plethors of statistics proved te be a mixed blessing. Differ= 
ent statistical standards were often used by separate agencies 
collecting the same information; and the time span covered by 
two or more agencies would conduct a survey utilizing the same 
data base and the same time frame and still come up with divere 
gent totels, In order to insure compatibility of comparative 
data it we often required to utilize older figures, and to co- 
‘ver & shorter paiod of time, even though more current informae 
tion over a longer period of years ws available in one sot. 
Occasionally data was utiliczed from two or more sources to 
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compile a single table or chart if it could be positively 
determined that the same data bage and standamia had been 
used, Where the informetion wis considered significant and 
the sources did not agree, all variations were given with, 
where possible, an indication of the relative reliability of 
each along with poesible explanations of the disagreement. 
In all cases where statistics were used im this study, o 
to catalog any variences with alternative sources. 
interviews with regional administrators. This included an 
amilysis of research reports and plarming documents prepared 
for local use in connection with specific commmity colleges. 

This first phase was devoted to establishing at what 
state of development the commmity college has reached and 
to give some projections of its future course. 

The second phase of the study consisted of a detailed 
ive stages in the development of a single institution. ‘They 
initially approved, but failed to be chartered for, among | 
Pairfax Comty. It began classes in 1965. Montgomery Junior 
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Sallege (eorylend) ls a mature oomamity college which Tirst 
epened in 1946, The Columbiam Comty College wma to have 
been a relatively independent collese only loosely federated 
with the state educational system; Virginia will be fully ine 
tegrated into a state wide system; and the Maryland comnmi~- 
ty college is governed by the local bos of trustesr wich 
This panes was mde on the bagle of a comprehened 
review of the finenelal documents of the selected comunity 
eelleses ani interviews with thelr Cirameial and adninistra« 
This phase provided the informmtion to create a compote 
commmity college ac a demenstwation model. This college wie 
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under the traditional system with a syctem of ecaprehensive 
financial mnegemmt. Ac an suample of capital expenditures, 
the construction of additional clase roous wma selected, The 
apecific techniques utiliced were program bolgeting*, eriti~ 
cal path method for the sequencing of activities, present 
eee ene nm eee ae CT These teshmiquad 
beinenhiy oiheane 46 tenmaennett A22 ane taeda. prom 
Mnaneial Yenagenent Program, Though they are only « few of 
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A saevey of the related literature reveals that the 
walk of it is only tangentially apelicable to the oubjoat 
addressed in thie study, ‘There ie a great deal of writing 
om higher education and on the jmiocr colieses, but it a1) 
tends to separite into two min catageries: statistics dee 
void of a eritical analysis ond ammlyses whieh often suffer 
fron too wach entiueieem and not enough data to purove the 
ease, A valid comparison would be that there are salesmen 
Thame to ontegurten of Snfermtion are avetlaste fron 
federal government (and to a lesser degree state covern- 
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ieterieal ac well av projected statiatice four ovary 
phase of public Amior colleges are more than sufficient for 
PO SO: Se ON ee ee 
thy aondemio suspieion, The Depertaent of Eiueation, through 
the U.S, Goverment Printing Offiee hms relntively complete 
date. However, they utilice « wiidue date base which is at 
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realiotic to asmme that they have 4 point of view that ia 
they do heave a mrochial interest in the schools and with the 
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Tao of the pusasanod Lteernture on traditional higher 
@lwles it az a highly subservient sddendun; Much of that pu- 
bliahed on somamity colleges tenis to neglect the posttian of 
the schools Within the entire eduantionl hiemrehy and the resul- 
ting interdependence of junior colleges with the reset of the 
syeten. 
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employed in jmior colleges. The basic premise of their 
angfilysis, which includes financial moagement in ithe broad 
genge, is well delineated in the preface and would serve 
well any author ettempting to deal with the community col+~ 
leges. In part, it iss 
eax college may still be regarded 


The twoey 
among dowazer circles as the "enfant terrible" 
of Aniphotn education, but there can be little 
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sarees ny ee Sore oritical and searching analysis 
of not ; only the rele of the comnnity college within society; 
but the role of the conflicting academic and finsncial de- 
mands within the school, while it is not lmow whether they 
80 intended, few suthors have so well articulated the central 
problem of the commmity college which demands sophisticated 
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financial management for solution. 

Another author, who at firet clance appears to deal 
with a subject only peripherally sermane to the community 
college and financial management, wut who actually comes to 
- vail sagleaaplipen cannetaaanxcciegune is Hareld Dodds in his 


Although hie conclusions relating to the role of financial 
managenent in & college are diametrically apposed to those 
offered in thie paper, he has faoed the problem squarely 
andi has offered a penetrating amaiysie. Nis book is, in 
effect, & comprehensive guide for the collece president 
his role of coomlinater and leader of the academic ant ade 
Ministeative fumetiens of any institution. He is percepe 
tive ani pragmatic writer who presents the dilemms often 
ing to polemics or deluging the reader with statistics. He 
yews on his many yeare as President of Yale for illustrae 
tiene ami yot keeps theamlysis on « level that is applica. 
No review of authors concerned with the junior sollege 
movenent would be complete without mention of Shaws J. 
Gleazer, Jr. A longetime proponent of junior colleges, prow 
gestalt han meron da evant 
adh Wich Satan onniataieetah de Gee deeeenene His xange of 
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interests ocvers o11 aepocts and he weipestionably is the 
moat parciobent fepresentative of the movement. Tf for neo 
other reagon, he should ‘be noted for providing statigbical 
data on jmicr colleges which cover the longest period of 
time, with one or two well dowmoented exeeptiona, ubilimine 
the game aseuxptions and definitions for o data base, 
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Pleming, Other writers have taken up his theme and expanded 

on it. In at least one emmple, his ideas actw 

@ now force in contemporary writing and, if nothing else, has 
in his sumli but detinstive book Flaming far are 
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to recearchera for they oan contain "sensitive" informe 
tion." A@ditionaliy, the private reposts 
released to other than the contremeting partied. 
A gouree ubieh initially appeswed to be rowanling | 
wedah tamed out to be Gimypotatinely Lite (at Ionat fo 
when available, proved te be either so highly localised that 
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Other than the individual euthers liete’ aarliier in 
this ehapter, the most penetmting and objective litem- 
wemgenett within edueation and have senapebii & keen ime 
Gal ani resexble those of the popular press, there are at 
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| ne Wantenee miblieations | in eduoation ig an indication 
They represent, in our opinion, 
writing on the subject, not only for their analyses of the 

Wigher eduemtion today is a thirty six billion doliar 
suffers a conparable dearth of Liternture on the management 
et resources: 


ah -webicee Cadead wrortiwe daabrtint oo tarts 
ees selroekte hen yabtancrecsy moe po ee 
atemen Otuchanm ect} ahindwo mex) Mie dowidon oct 1c ante 
seneeaaummatinnd - sanmneed hapa acti ell 
cecigdiberebeandiaianieeainnitonnte. oonnin’ 
eb eegine eee Cakekise tam Bike suqmenokene wha 
Doneitensoame otra “eran td: ett renner eo 6 


Ke parte ily ipl 7 
: Aieaeer x as 
: ay 2 ei yy 
» 
* 
56 


macenent in s collece op uni~ 
vergity is the subject of heated contrevermy, The tradi« 
tiem view of absolute acadents supremcy ic presented ty 
Dei Harold Wj Dodds, former preaident of Princeton University. 
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ment yet deviaed.)* There have been muy gugsestions te de» 
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less then 0.2 percent of the total in the metion.® rt is 
reacomble to assume that because ef theixs lower tuition 
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_ Contained in thie suggestion are two mijor, and we feel 
techniques for providing education that are superior to these 
being utilised by the colleges. The business segment of our 
was included as a mjor point in a forcoast of the next da- 
cade by Fortume megnzine.* whether the operation of a eellage 
by business or the adoption of applicable business techniques 
ty present colleges represents the most feasable solution to 
the problem is an arguable point; but Dr. Hollemon has given 
@n indication of the caliber of innovation possible. 
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was first commercially avaliable as an invaluable tool of 
financial mragement, and are come@etentiy expanding the hori+ 
gone of ite application. “ony now routinely rely on it te 
ageist in mmagement decision making, as well as processing 
Clerical informtion. Unfortumtely the academic comunity 
has been slower to adopt the conputesr, A comprohensi 

of the use in colleges swmumrized the progress aes "Sow ole 
leges and universities have in fact been able to move ag ras 
pidly as most business and industry in using computers",! 

for "Pow . . . are even now able to explol 

of the ‘second generation’ of computers of yesberiay, aml by 
the time the new generation of computers haw had ite impact 
om higher education yet another coneration=«the computers of 
the 1970's—will begin to be available: ™ 

tenet milaneaieins epineend? As the pressure fron govern- 
ons the acadenic administrator will find that he must have 
—— aienend to dunia hie request for fies orl | 
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omfiiet. The traditieml concept of financial managenent 
will rapidly become obaolete, for by ite inherent design a 
computer cannot opexmste in an atmosphere of intuitive decise 
ion making. It will demarn! that the infomation it receives 
and the fumetions it performs be sequential, logical, ant 
completely ratiowm1., Initially the management informtion 
eysten will heave to be overhauled to conform with the require- 
ments of the computer; a process that will start at the lowest 
Level. art a spread ups, This new dna whll force 

sent eoaiats « of ateratives, and sritetie mosenbation | 


ia acheny ants sane estlh tab Ws bist daniiaain th tha ee 
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in the hanis of the administrator. Tt is not ereative, it ine 
itiates nothing, only reacting to the informtion and instruc 
vet that have been read inte its But it ie o demanding ser 
tat ty the damn of the tay tn oon state brett, we 
stated: “lho computer le an important tool of thought, not 
jurt in doing hart work fest, but in forcing people to ghate 
‘Maaix mroblews sleariy o4 think out what they want to do. It 
extends © uan's mind end gives him new insights in his tie1as*t 
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Righty to one mexbred institutions acquire thelr first come 
puter each year aml by late 1966 about thirty percent of Ana 
ton extaaane was cae Sacer OSE — 
ever, inetallation and full wiliiention are net synonnoud 
The acceptance of compubers ag a tool of seademte finemeial 
mnagenent is still in ite infancy. 
the Suotentchin of couputers represent forces of sweeping 
ehange, some progrese hao been made in amlier, less dreamt: 
aveae, Though modest, the improvements at least heave been 
oomerste. Chto tartar tntverstty, scene otursy ts oon 
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could obviate sovernuantal apprormiations for the expangion 
of collece facilities, The concept that « collage must own 
811 its tulldinge ie baged more on histories, prosedent than 
om rations] decision making. 4 lengeeiek arrangement 4a ch 
viously not appropriate for all facilities; yet it should be 
inclwied in any dissuseion of altermative methode for finane 
Ging conetrustion. 

Anether technique more commen, though heawily universal, 
4a the utilieation of idle fumds for short term investments 
Sali ‘eniitiiebiih Wh tb ndbouhaen: te en Salen tae ttle 
the sotual expenditure of these funis is eprend over a period 
inoome, ‘The benefits of euch a program are illustrated by 


‘gustomarily receive payments that lag behind the actual per~ 


Gentage of construction completed.’ Thus if a wullding were 
fifty percent complete, the aggregate payments might well be 
oily forty percent of the total cost, If under these olroun 
stances, ac an exemple, $1,000,000 were apportioned on July 4 


for the construction of a building which would required twolve 


balanoe in four 
percent U.S, Joverrment noted—wwhich for all practical purposes 
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axe xisk freceewould net an additional (21 980.7 The bene 
fits to the taxpayer and the student are apparent. Income 
ami expensa flows in eolleses are not paraiicl anil there are 
many opportunities for investment ef the type deseribad, 
Adminietrators who are aware of the finencial manmigee 
mont inherent in thelr positions are represented wy such men 
ae Vernon Robert Alden, president of Chie University, Athone, 
president . . . with o head for business ani with interests 
peyond the eamyus’,* Such men ag President 
| pveuont (though like an ertimated 
thirty five to forty percent of the new breed, he does not 
eve am earned PhiD. «= he io a former associate dean at the 
flerverd Business School”), business acumen and dynamic lea« 
dership. ‘The detractors are legion, but these practition« 
(€25 of tho now mmagmuont will be the ones who oan keep thets 
SP Wk fumere ehdtn Wed Hehdsadens. tenksketenines thot 
that the influence of their inetitubions ie rapidly ebbing. 
Almost ten years ago fi, Harlow J, Heneman sumed up 


the role of financial management in a colloge abeut ao neatly 
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@s aryrone to date ari Listed twelve “elementary tut fuaiie 
mental pointe", To be well managed, & eollece or 4 umniver~ 
sity should ineouwre: 
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2, That ite currieulue hee been reviewed and tallored 
to serve these objectives, 
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12, Theat present fundies are being used effectively 
aml the oollege or wilvereity to well organiaced 
is soundly uanased, and that wasteful or costly 
practices have been or are being eliminated, 


How many oollesce siminieteatocs om cive an affisemtive 
anewer to a12 twelve pointe? Thie, then, is the role of 
financial mracexnamt, 
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HISTORY AND TRENDS 


Peveloment. ‘The history of the commmity junior college is, 
in many ways, synonymous with thet of 211 junior colleses, 
While the comamity college has distinctive characteristics, 
it has become so closely entwined with the entire movement 
thet separation is impossible, 

Avg attempt to trace the development must conten! with 
inexact and often conflicting datae«the result of the diver« 
sity of concepts and philosophies encompassed by the tern. 
Particuleriy in the early stages, some institutions were 
junior colleges only in name, Others were often junior col- 
leges in concept, but not in name. While there ie disasrea- 
ment on exactly when and where the movement was first started, 
much of the initial impetus can be traced to the influence of 
William Rainey Harper, former president of the University of 
Chicago, In 1992 tarper had separated the first and last two 
years of the then new university into the “Academics College” 
‘and the "University College", Four years later the titles 
were modified to “Junior College" and “Senior College” and 
thus the name was coined. He was aleo instrumental in the 
founding of several schools which were, in concept, public 
«53~ 
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Slee 
jumior colleses. Notable among these were the Lewis Institute 
in Chicago in 1994 and the Bradley Folytesimio Inetitute in 
Peoria in 1997.4 In 1901 he actively assisted in the organiza 
tion of the Joliet Junior Collese and for the first time the 
mame ani the concept were Joined,” Of the three, only Joliet 
remiins a junior college. Dradley is now a full university 
ami the lewis Institute has disappeared from the scene. 

Thirty two years earifier the idea of the transfer course 
jumior college had been outlined by William watts Polwell, At 
his ineuguaretion as President of the University of Minnesota 
he commented: 

reeentte TS teh et ‘alae, esta hy 

his home, until he had reached a wi ag Be ea 

where near the emi of the sophomore yea 

Then let the boy . « . emigrate to the university.? 

Thouch it is doubtful if he roalized it at the time, his 
inclusion of residence at hone touched on what would become the 
sentral distinction of the commmnity junior college.” 

Some authors attempt to place the enception of the Juntor 
College as far back as 1835 to the founding of Nontioello Col- 
lege in Alton, Illinois, as e private two year school.’ Six 
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to the junior college was not understood, or if untersteod, 
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echoole organize’ prior to 1900 were in operation ae junior 
colleres in 1962, though all but one is extremely emai} and 
privately controlled. * (The exception is Vineemmes Univerai«- 
ty, Vineennes, Indians, which had a 1962 enrollment of 641 atu. 
dents, The title gives gome indication of the inemet terninoe 
losy of the movement~<1t ig in fact a junior college.)® mach 
_giaine some measure of being "first" in the movement.’ On the 
other bend, Monticello Collece was not recognised ag a junior 
GOllege witil 1917. ‘eny other institutions that had adepted 
geome of the concepts or semantics of what was to become junior 
eOlleces have now been mereed, converted inte senior colleges 
er have disappeared, 

It is obvious that the junior collese did not suddenly 
orystelize, but rather ws slowly synthesized from many dif} 
ferent concepts, The efforts to pinpoint an exact demwcation 
are largely arbitrary and teri to obseure the evolutionary proe 
gees of the jumicr colleces. ven today this presess is con- 
tinuing and ideas are constantly being defined, refined, ini~ 
tiated and discarded. ‘he junior college is a dynamic educa+ 
temal phenomenon that refuses to be clagsified into static 
pigeon holes, 
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The history of the junior cellercs movee 


ment has been characterized by uneven periods of expension and 
retrenchment.’ (Figure 1.) In 1900 there were eight embryonic 
junior colleges." Sy 1924 the total had increased te 207." In 
the next ten years 268 more were added.” ‘The depression of the 
1930's almost halted the opening of new colleges, though enroie 
Qment continued to grow, Construction had beeun te quicken by 
1940 but VYorld war Il curtailed most plane for expansion. Dur. 
ing the full war years of 194281944 only seven new junior cole 
lege opened, four of those suall private institutions.” Af} 
ter the war the increase of students senerated by the G.I, Bill 
brought about a modest expansion; and from 1945 through 1954 
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an average of thirtecn jimicr ecolleces were opened each 
yoar,* However, Looges by merrer, elimination ami convene 
gion inte gerior colleces exceeded the mew sehoole for mart 
of the period and by 1952 the total had slipped to 594%, down 
fron a high of 610 in 1941." mere was another aurge of bull~ 
@ing in the late 1950's and by 1959 a new high of 677 waa 
reached.°? Onee again the number dropped, hitting a low of 
655 im 1962." since that time the number of junior colleges 
in operation hes ineresaed steadily, Sy 1963 they were being 
estantishat at the mte of thirty @ year ani in 1965 ant 1966 
ona what effect it will have on the junior colleges 42 
iaible to asourately predict the num 
ber of institutions that will craduate inte senior colleges, 

While it ls alwaye possible to queetion the predictions 
ff entimmiastic partisans of jmicr colleges, there is no 
Tait thinks Glia Andie i ts sae shinee: YRDOTLTL Oe 


ha 2etmund J. Gleager, Jr, Junior Collere Dirootary: 1960, 
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Squally daetmtic bat of moe aionifiommee ia 
the increase of total emroliment in junior eolleges.* (Pisce 
wre 2.) With the exeeption of the wr yeare, and to a lesser 
extent the poot World wer Ii recessions, enroliment hae cli 
mbed steadily from lese than 100 in 1900 te over 1.5 million 
4m 1962." It te intereetine that during the depression of the 
1950's enrolinent continued to olimh with the — of the 
; percent wa Chie possibly ean be attributed 
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senior inetitubione, The fmier college ie able to mike up 
gone of ite less in exeeliment by teanefers from sentor oollecos 
ari by the inerease in students uwilertaleing technleal terminal 
courses, No such shift ie avallable to the senior ceeces, 

By 1956 emroliment was at 597,475 and nine years inter had 
yeached 905,062,* There wae a drop recorded during the early 
a the bulk of which appurently wae from a redefinktion 
of “siavient wi 2 but the ovleinal hich had been regained by 1963." 
nee has continual to grow cinee that tine end is expooe 
million.” It 19 reasombie te samme thet this trend will ace 
‘o@lerate in the future, Aa the gap narrows betwoon imereaging 
personal income and deoreasing college cost the mmber of pare 

: : toxgoed a dxanmbio tne 


| Rerollmnt in higher sduestion is expanding not ealy in 
aboolute numbers, but relative to the population. In 196% 
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over 45 percent of the eighteen to twenty one year old group 
waa athexling @ college of came type. (Figure 3.) Just hoo 
hy G@aparing 16 
with the tom of the century when the comparable porcentace wie 
@ minuscule 3.91 and just prior to vorld war IZ, onty t1.c9.4 
aeoepting a larger share of collegiate level etudente, (Figure 
%,) It is impossible to mke any realistic farsonate of this 
tee other then, barring « mjor military confliet, 14 will 
ee ae TF SES TORR Ok EE OF ee Geet 
wabely thirty tive peraarh, but 
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in private echoole hel been eormisged by public inatitubions: 
in t922.+ Commmity colleges now comprise approximately 
@ishty three parcent of the meblic eshoole and emrold more 
then eighty five persent of the ctwiente in junior eolteces, 
public or private,” with a fow notabie wma. che he 
vate jmicr college bas become & aunll, highly apeclalinedl - 
Stitution more often them net unter the control of «© shurch 


araclon tow Collect ven 25,904 oudents 
" Lang Benet pon ‘Chae iMac a combined enrolinent exeaedt: 
f Soto to otha Somat Sele Loma fn tt 
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Junior College of Comnecticut at Sridgepert is the larcest with 
4,067, of whom twenty five percent are from out of state. At 
the opposite extreme is Saints Jumior Collese, a church cone 
trolled school in Lexington, Niesissippi which has mut ninee 
teen studentse«thoush it boasts a 1.05 professor~student ratio, 


Courses offered by the schools show the sane 
infinite veriety. Inherent in serving the dual purposes of ter« 
ming) and transfer students, the junior scolleces would imilicate 
more diversity in gubjeots than the first two years of a four 
year institution. In 1962 the Junior college stwlent could se- 
Lect fron 119 major areas of instruction spanning from agricule 
ture to Xeray technician. Included were conventional subjects 
@8 well ac more epecielized one such as “Boating” (Lower Co« 
lumbia College), Zaquitation (Southern Seminary and Junior Col+ 
lege) and Secretarial Homemking (astern Arizona, Middle Geore 
gia and Joliet junior colleges),’ while junior celleges will 
almys offer a greater selestion of courses than the senior ine 
stitutions, pressures are beginning to be generated to ourb the 
proliferation. If subjected to a quantified analysis of input 
and outputewind it appears that thie will eventually ocoure.« 
many of the peripheral courses will he shown to be tz 
expensive and will be dropped in favor of subjests whose return 
ig more equitable with the resources sllceated., The commmity 
e0llege shows two trends which may prove to be of major import. 


lenis is the conclusion of the section covered by the blanket 
footnote on page 62 | 14 
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The first is the stowing rele in training students in the spo} 
clalized skills required by our inereasingly complex tecimolory. 
This ineludes the more conventional prefessionsa such a6 iahorae 
tory technicians, accountancy and some phases of encineering 
However the noch promising area is im thoge fielde where spece 
§alised kmowledge is of a greater premius than versatility such 
as computer programmers, statistical analysts, information flow 
designers (on a limited eeale) and junior urban plamers. The 
need for these gkilia is, and for the foreseeable future will 
eontinue to be, eo arent that employers will eaerifice the 
bpreadening education of the four year institution for e cradue 
ate of a jimior collese if the ievel of training in the partie 
gular technology te equivalent, 

The secoml trend is the comunity coliege's adaptation to 
ite looal cultural enviroment. It 1¢ no accident that the ju« 
tions to a lesser degree) hve & relatively greater mumber of 
eourses relntin: to olerios] and sovermuental skills, just as 
@ @ehocl in low would emphasize agriculture ani one in west 
Texas, potrolown technology. Thia trend recognises that the 
community college serves a geographic segment of soclaty rather 
than an economic or cultural group, while this is based only 
on Conjecture the emphasis may serve to break down much of the 
very basie for its adoption. If followed over several decades, 
many schools my well develoy superior departments in a gpe+ 
eific subject and thus ettirect students from all over the United 
States who wish to pureue that field, The same phenomenon is 
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oheervable to some oxbent in the aentjer colleces of tuday, 
The temlenoy to gpeciniice in a mertlowar ares would reflect 
the decree of specislimition within the lecal secerenido aren. 
Thus, at some future date, o sbhudent may well have hie ehoiae 
of “The Pittsburch Commmity College of Steg] Industry", "the 
Chisago Commmity Coliese for Sdilroaad Technelogy 
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gs As could be expected from the data previa 
iciiir htt. a iab qereueh eobecuhben ‘wy thie inuineh at Sdttiene 
amd the total enrollment, the Minences of higher education 
hove show a dramatic inerease in the past decade cowtimuly 
& trend that begun, Iitermiiy, in 1636 at the fouling of 


Rewever, financie] statiatics are even more vulnerable to 
@ietertion for in aldition to the varying tase of the dita, 
one mest alco conten! with fluctuating values of a dollar, A 
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to the date of publication, Som ides of the compioritice 

of the task is indieated by the fact that, computer tanuia- 
ton notwithetanding, the Office of Biveation somplles dats 
en the finances of higher eduestion only biennially’ and 
that the most resent information reflects data at least four 
yours oi.” However, a outdated and dieterted as the infor 
wation may be, it cives at least come relative bench marke 
a eens eee SaepeTe SS a ee 
webtion io civen some perepective by neting thet from i9%0 
to 1964 the purchasing power of « dollar decreased 15.8 pore 
percent. (Figwre 5,) 

A more reliable indicator is the amamt of the nation's 
@dweation. (Figure 6.) As Americans enjoy an expending pro- 
sperity they shift to a higher position on a propensity to 
eave-conmme schedule ani « creater proportion of their net 
—- * anaes ia ae for educational purposes, 
The bene nothed appears to be pene favexr ac Less paint 
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portiouinesly theouch the felerai goverment, Conplimenting 
this @uift is o sredtics: folate) chance in the atti tute 
of the avawage citicen tawerd higher elucestion. College ic 
no longer «¢ “hemay" ge it ones was, tart Ae becoming | 
aity for a large segumit of the population and thue Le sube 
geot to a more rigid inclusion in the perso bwieet, Sven 
new in most middle income fanilies a eollece elueatien Gan 
eompete suecesefully with « new ear or a new home ag an ale 
me utility aetdefaetion, Although 
wena expentiture for etuontion trtplot fran 1950 be 196+ te 
@rer $43 billion dollars’ while paneer” ponsumptiLen " 
SanaiND 00 0 vine 428 not quite dncites" thin aktoution 
11 repregente only a ommli frection of the total eost of 
as etaetben dnd in wehte inetitubions oan honestly be 
| fanetdered only @ eupplenental somee of incomes? the mw 
tn the fom of tax fms attcontod ty sore are Let, 
epremmantns ones ig at present the ote foasibie wrthed. 
There appears no other way te ineure that the inogse of a 
family is not a mjor facter in determining whe shall ant who 
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totaled 30,021 billion: doliere al represented the larcest 
ontmrory of apenling other than matiowl] defender, 

By 196% federal ald for higher edveation equadie 
incluting the miny privebe institutions which rely heevliy 
om stutent tuition, private crante and endowsent earings 
for ine iis funie provided almost half of all the uo 


‘ney spent on higher education in the mation, (ftigwe 8.) Aa 
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Hany econemiohe reuiliy concale that the United obated 
has extemal @ powiod of cuctbeined explosive eeonesie exverh 
tat that, ee 
the GHP tamished through the federal government will, memin 
fairly stetic, While there wy be cooacional wlewing of the 

thee wocetlonesthe overall trem io unpamlioied 

im histery, 4n ever expending national ecomes ae become on 
‘@etdele of faith ant the supreme objective of federal paltey. 
esi setae ramteecmmpergansts is" sire 
mijexr fiseal problem of the federal goverment is not achia» 
ney avaliable, Bn mansion, the pooekDiltty of © world wide 


weit’ And there will almys be © ccustant demu for wane 


ation generated by the citizenry ani the etudenta, 
| ss te wat Seemmakeente nh tb hands tek penne ot Sew 
fee college education, supported in large measure by the fede 
@mal fumds, will become mandatory for all students.’ the 
iamnct could be staggering. 
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Three things are clear: higher education has became a 
major objective of national policy, federal taxes will pro 
vide the bulk of the funds te implement that policy and the 
junior colleges will be the first to feel the full impact. 


anita, Funes. iiueh of the agsistance is now, and in tho fu» 
ture will continue to be, in the form of grante or indirnot 
aid auch as student accistance or research contracts; but as 
of 1960, at least for capital expenditures in comaumity cole 
leges, it was almoet always in the form of “loans", At the 
losal level these are normally bonds issued by s school dise 
trict set up for the express purpose of financing the collec. 
State bond issues or revolving funds serve the sane purpose 
Yor the federal government loans give the added advantage 

that they are usually not ineluded in the administrative ule 
get submitted by the President to Congress and are treated in 

- Meh the seme manner as trust funis. (Their full impact shows 
only in the mationnl accounts budget.) Almost half of the 
$69,094,000 recelvad by community colleges for plant and equip- 
ment purchases in 1960 came ea governmental leans. (Mgure 10.) 
7 spate gz iiagpadiaanapatadaaig sisi Meartdeagenan 
of the total capitel tudget and represents a continuing 

om the junior colleme for a fixed expenditure to service their 
debt structure, (Figure 11.) 

There is an added factor in utilizing governmental ausice 
tenee for capital projects, particularly those of feleral ori+ 
gin. A oynic might be tempted to caleulate the apparently in+ 
finite ratio between those academic administrators who deplore 
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federal infiuence in higher education and those who have ree 
fuged federal funde. It ic understandable that administrators 
as a whole are leery of any “strings” attached to federal mow 
ney, with posecible justification. The application of these 
fumdis to capital itema in large measure mitigetes this fear 
for it is difficult to inflwence a bulliding, once it is cone 
structed, while a prefesgor conceivably might be awayet in 
hie teaching if his suscess or failure depanded on federal 
fwele, capital items have a "gowenoeco" quality about thon 
that refuges to be subjected to any external pressure. For 
the imsediate future « conoentration of federal assistance 
on eapitl item would soothe any fears that the aduinistm- 
ters might have and yet allow the govermmont to eontime in 
its stated purpose of making m jor contributions to higher od« 
weation. Of sourse there will coon come a time-«and in mmr 
ding cannot absorb 411 the federal funie available ani thay 
must necessarily be ueed for other functions. fut the caple 
al buiget provides a very suitable outlet for any agsietance 
that ic not restricted to a specific project. The junior cole 
‘lege capital mxiget is the logical place to begin the coming 


nity college ani within that institution have fooused on the 
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eapital expenditures. 

The future promises to be one of exeiting immevetion 
and expansion, of changes only dimly perseptible, of a rele 
in society thet ie now but a aketehy outline of poselbiiie 
ties, And into thie future co the present academic finan 
401 aduinietretors, with obeolete tocle and inappropriate 
techniques-—arned with « gimgle cling and no arrows againet 
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The three eace studies below are net intenied to be a 
leges; nor were they intended to be an in depth analysis of 
the partiowlar sehoolsa. They are, rather, imiieative of the 
variation that in possible ant denmstmate uriefly the oupi- 


Ay shoves far the divereity st iLiutmtet in 950 of com 
trol, size, reeponsivencs: prereonan nhs § aye” coma 
Ml the relative mturity of the institution. 


ST scesgsecsieh Gav cndieitann caluhenni sidiiien tien:daaies 
college movenent, a relatively old and. large community col- 
lege, Xt is fully integrated with the lesal county avhoo2, 
boat axl operates as a mit of the sowmty school syaten, 
re Oe a ee 
‘dunt tuition and fees, state aid based on a stwlent/nou 
Fema, Faia nts ant Sioa teen the eomiy coeenn 
mut whieh in turn recmives state aset 
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It offers both transfer ent terminal courses of ine 
struction, the latter of which reflects Montgomery Cou 
ty's suburbian proximity to Washineton ari the increseinc 
eoncentration of private amd public research organizations 
in the county by emphasizing clerical courses and mintaine 
ing a large derertment of physical sciences, 

The gollece opened in 1944 in temporary quarters on 
the BethesiaeChevy Chase High Sehool grounds with an inle 
tial eurellment of 196 students. At the time it me the 
first inetitution of its type in Merylen’d. four yeare laq~ 
ter the college absorbed the fecilities of the Bliss Eleo« 
trical Sehool in Takom fark, “earyland and inereased ite on- 
Tellment to 541. At the eame time the temporary campus we 
‘@bandoned and all instruction transferred to the newly pure 
Ghased campus, In 1965 it opened an additional oite in aub» 
urbian Rockville, consisting of on ultra modern campus which 
by 1966 represented a capital investment of 36,203,000. of 
this anount slightly over half has been provided by state 
grants and an additional $761,924 by the federal government.* 
The Rockville campus is planned in incremental construction 
pages with an eventwal capecity of five thousand students 
The Takoma Park alte ie still active, though ite future ia 
unter a critical survey, It represents an obsolete plant and 
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the decision toon must be made to abandon it or to construct 
new, high-rise buildings.! 
Crigimal eetimates of the new eampus indicated that when 
complete the required investment would exceed twelve million 
dollars; but the remining portion of construction is now 
programmed to sest over nine million, "Thies difference is re« 
presented larcely by escalation of prices ant improved pro} 
gramming and equipment beyond the original estimtes."” In 
the academic year 1966+1967 enrollment had reached 2572 full 
tine students and 1746 part tine stwlente for a full Time Boule 
valent (PTE) of 3139.°? Mvellment projections utilised for 
Plaming purposes call for a PTS of 5261 in the 197281973 aca» 
demic year,” These projections are based on present high 


‘school enrollment appropriately modified for lone range trends 


in county population crowth and on the percentage of eligible 
students attending the sollese. No alternatives for varying 
@oonomie corlitions were presented, though the budget fore}~ 
east did note that economic activity within the county had de« 
oreaged an evidenced by a decrease in housing starte, At 


toereonal interview with Mr, PA. Goss, Business Manager, 
Montgomery Junior College, March 6, 1967. 
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pregent tuition is $112.00 per semester for a full time stue 
dent with approximately 525.00 in aaseciated fees, depenting 
om the courses undertaken. 

The college utilises a computer for clerical aceounting 
which also provides an input source compatible with the com 
puter utilized for similar purposes by the County Board of 
Bhucation. 

The capital expenditure decision receives impute fron 
three primary sources, 411 of which are mted with the canpus 
‘waster plan", These impute form the bagie for a lone range 
planning deoument. Initial requirements for facilities are 
prepared by the faculty members concerned ami these objectives 
@long with the enrollment projections prepared by the school 
poard,* are forwaried to the supervising architect. The arche 
itect responis with completed drawings and cest sehedules which 
Sre sequentially reviewad and approved by the collese edmini+ 
etration, the superintendent of schools and the Montgonery 
County Sehool Board, If the annual ineremental funis are ap~ 
proved, ox modified and approved, funde are then appropriated 


“@imetly beck to the school.” 


bagie and other than aggregste gums, analysed only for cost 
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anion 
per aqumre foot by type of facility. Capital and opermting 
budgets are prepared and submitted separately, ALL construce 
tion costs are charged to the current yoar's tulaget and no 
attempt ic made to aliocate them te the useful life ef the 
building.” 

The college is presentiy undercoing a eathartisc reorsanie 
gation of ite administrative effort prompted — rea lions 
tion that the echool had srown to & point where past financial 
techniques were no longer capable of scoping with the increased 
ted, one to study the entire administrative organization ant one 
interface with the souty sehool aysten.” the finsl results of 
these studies are not complete and the initial reports are not 
eermed which may poasibly be attrituted to the studies, The 
former president of the college wes replaced after a one year 
term by 4 now one who “hae a reputation of being a sharp admins 
Agbrater".? A ton year construction plan with a five year rele 
ling buiget is presently being proposed, This would include 
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whieh had been trenciated into budgetary figures. The seheol 
aise hae been cranted eroeter autoneny from the county board 
ami it is plumed to report only eagyresato spemling and bale 
getary requests for sounty finencial reporte,. 

Aided to the state of flux in the collese adminietration 
is @ proposal within the Merylend lecielature to combine the 
fumier colleces inte a state wide unit of the estate boar of 
education ani divercine them frem county control, 

While it is easy to criticize the present financial maine 
agement, in one sense Montgomery Junior College represents a 
sent system is obaolote ani are miking positive efforts to 
 @velve © more gophisticated one, Umchly what techiiques will 
be recommenied or actually adopted is, at present, unknowm, 
Ql important, step: they have reeoenised that a massive proe 
bien does exist, 
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 gddition to the junior college movement, even if its predecsa 
Ser school, the Northern Virginia Technical College, is inclu« 
dea, ‘The technical school was established in 1964, One year 
“Jater, enabling legislation ws passed by the Virginia state 
legislature chartering the commmity college which officially 
Opened its doors for the fall semester 4n 1965 and supplanted 
‘the technies)] collese, Initial enrollment was 761. Srojections 
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ef enrollment bewre boon wade by the local and state areneies 
wxier agwumptions of varying economic conditions. The proe 
jection selected for placnine morpeses onlle fer a student 
body of 5,000 by 1973 with an additional 36,000 stulente in 
partetine evening study.’ ‘The school is in temporary tulle 
dings while conetruction of 2 permanent ommpue is completed 
whieh is expected to be im time for the 1967 fall sememter, 

The collese is fully integrated with a state wide mya 
tem of comumity colleses uniter the control and direstion of 
the Vircinia State Gomi of Slucation, Im addition there is 
& local, doawl of trustees which act in a trong, but advigery, 
rele, ‘The school serves 4 suburdisan vod 
among ia projected to exceed 245 milion w 4972." 
from its inception ae a comumity college, it han attempted 
te use sophisticated management ani financial techniques, 
Mush of this oan be attributed to the advisory beard which ie 
wade up of local leaders of the supporting counties anil sities 
repretenting business and government as well ae educational 
‘mekerounds, In addition, though not materially effeoting 
thie otudy, 1t should be noted that the echeol is an exception 
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hem 
to the standani in Virginie in that the master plan and ape 
propriate financial programs were complete prior to being 
integrated into the atate system. in thie reapect the bulk 
of the programs have romained under local control as long 
as “they do not conflict with these of the state beara”,! 

The loeal board recognised the need fer sourxi financial 
Plamning and two of the firet three committess appointed were 
directly involved in establishing resources management: Oper 
e@tional Budget ani Personnel Committee and the Sites and Capie 
tal Budget Committee, (The thixt was Currieulum and Community 
Relations.) The soheol alse took official note of its respene 
Siveness to loon camlitions and stated: 

hing Bi school <7i o 1 * & canoe Gere 7 
Gen bepnhremmnte of intartuy sal nabeeene 

Prior te opening, the college had developed a ten year mane 
ter plan which included detailed financial ansiysia of the 
first five years, This plen is upiated annually and is an 
invaluable aid in directing the course of the college, It cen» 


projections of costs per student per function, facilities cone 
straints to handle peaks student loads and a provision for eas 
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ealating costs both for qualitative improvement ani infiation. 
This last iten is ons of the meet urcently requireé and loast 
wtiliced techniques in any collece budret projeetion.* The 
196601967 budget calle for an outlay of fifteen willien dole 
Jars, a1 but 2.350 million of which will be allocated to the 
eonetruction of the new campus, | 

One of the moat unusual features of the collece ta a lmy 
advisory comaittee whieh contuets a cost/benefit analysis of 
@ach course offered aml subsites ite evaluation to the govern 
img board of trustees, ‘These recomendations ere not mandae 
texy but they have helped curb the moconemle proliferation 
ef courses plaguing other commmity colieses, 

The relative sophietication of the management of the 
 Behool ami the benefite that oan be obtained by utiliging ad- 
yenoot techniques to best illustrated by the use of Pant in 
mmity college, This wes accomplished unter a grant from the 
the application of PENT total, some indication of the effese 
tiveness of such a syster: is demonetrated that the school 
went from “having no sterf, no telephone, no equipment, no 
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Webidines oo Land, mo proce, mo etudente and beard new low 
eal ami state bonis to opening in temporary quarters in exe 
actly 100 days?” It showld be added that the opening was 
extremely sucecosaful. 

The sentinued suesess of the Northern Virginia Comunity 
College is almest asaured for, unlike many comparable schoola, 
the aduinisctration bas clested to utilige the oomeopte ani 
mantein flexibility in the fece of changing conlitions while 
earefully ovaluating the total immct of each chance, 

Ag & now school it started off with a progressive outloot. 
While further refinenents in technique will waloubtedly bo 
e@optel in the future, and new concepts added, it hae already 
demonstrated the ability to mike wanes Logies) 
hensive decisions for ite Marre : 


iii cieeaitn mtteen: tm castes esllilliis ve tie 

proposed but presently noritund Columbiana (Ohio) Community 

Coltege.” A rarity anong public jmior colleges, it wa une 
Columbiana County 18 located in the extreme south onze 
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ari ig cultumilly closely sagocinted with the Apmaaiachia so. 
gion, with whieh 1% wie inslwled in fede) assistance marc] 
prams, It ig @ peedeominately mom) ares with @ Lower than 
averics standing im Just ebout all inticators of democrapis 
ami economic base, It is a chwronie “exporter” of ite youth 
te other areas and is cheracterized ty being « continuously 
depressed aren, In thie respect, and from an ethienl and dew 
mooratic standpoint, 1t wae an ideml looation for a comunity 
eOllege as lon; ao heavy emphagia was not placed on local fais, 

Im 1965 @ college district was ereated by the Cowrty Cane 
migeloners for the expreseead purpose of eatabliching a comamie 
ty collese, Under the legieletive acta of Chic, it would have 
tence would be furmeled thewigh the Dean, A bowl of trustee 
wily comitted to positions other than Columbiana county,’ 
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the ecamty: © gurvey of Looal hich seheol etudente’ plene 
arbar grax tomer” 3 mx. the meade of Loeml iniuaiey ac dete 
nine. by interviews with leaders of the business commmity. 
in thie they followed the outline required by state law; but 
sess bitten ‘sik Canaan Wan Weetanet to make obher 
than the most superficial analyaie of the finanedal ftemlica« 
Rarly in 1966 « preliminary 


mepert was submitted to the 
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— in April of the same year, Moniec wore appropriated by 


i ates tans aval Wek Wide bling but the mosh common 
one ts ‘weatties and divided one However, when come 
‘aA A vecenae apparent that even Af the stated rene 
Sens did not exiet, the Columbian college would have been in 
serious difficulty from the time it opened. 

See indteation of the planning thet went into the offi+ 
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gniged a question ac te the bacls of the projectionwesdert 
the entire Cirnwetal plan oe coobtined in four shot maces, 
two of which ware allocated to anerecate nxigete foo the 
196765 and 1965069 academic year operating funds. 

The opereting budecet for 196° was based on $00 PTS ome» 
rollment, although prajections utilised earlier in the re» 
port indicated an PTE of 525. 

Income from endowment we estimated to be $1000 per 
year, in the duties spelled out for the administrative Of 
ficers there was ne provision for endowment minagement. 
(Nationally, if the southwestern states are eliminated, in 
196% eniownent earnings contributed 06.009 percent of oper= 
ating income for public junior colleges in the United States.?) 
The basis for the expectation of this amount ef income appears 
to be an wmrealistioally optimistic estimate by the trustees. 

The two operating budgets cubmitted were in aggregate 
rellment was estimated to increase, not to mention increased 
activity in other areas, 

The averace cost per student PTE wis based on a 1964 eae 

timate for the State of Illinois, 
| In one instance the planning mag emact. The College Compe 


EELODe OReGiber Pe 10%. 


ms gua hae eiaiek we? ga ite 4 ‘ 4 ne Mm sa) ie . ia ‘ , 
by 7 } "ey R yb Bly, P gh r Wee Toran Ping ee Se m ay rm 
raven) ie Kiewit 5 ee ba ti wei {hi we cacy I aR i seh Pitan’ ih he } set Rea H gil aa af i M 

eal iaasie ad: oahu 


- aie Vf " Uyig Gar Nay a we f. P 
wie Wy Pm <n Gynt Keng) mit Ah IT: tet Gok LE my AUER YE 


soit siaithidieeteidiaeeianes nena etna 


sf’ gatsesoco wey obnebeon enere2: se 
SI 008. benach cant oes Wor donbud sntzeseao ot 


gitkahe fete oe  guntinrts 4 ch hi dak. egy 
one poten a ad deca al ar dotaroe 0 000 « 
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Amons the forty five specific duties for him and his office, 
which were e@epelled out in detall, were ineluied, 

(ie) . « » takes the mil frequently, ‘Sone~ 
during the day to teke fiine or iteum that need 
ioap'ie tad Socsoutins wila"be cotea te wl 
The comptroller also prepared the annual budget. 

The President, within hie fifty one enumerated duties, 
prepared long range enrollment projectionse=but no one was re« 
quired to prepare a lone range budget or, for that matter, one 
that was further in advance than the next ficeal year, The 
state maintaing a six year moter plan but it is not translated 
inte financial terms until the armal increment is submitted * 
to the legislature for appropriation action.” 

Obviously the plan, ao subaitted, was practically useless. 
But it must be remembered that it was prepared in the formet 
required by the state Roaml of Negents ant represented a dille 
gent end honest, if misguided, effert on the part of the losal 
trustees, It is a rather unfortumte comentary on the plane 
ming that is @11 too common in many commmity colleges, In 
some respects enthusiasm has overcome logic. A commmity col» 
lege oan become a political status symbol reminiscent of the 
oanal building era of the 1040's, sagerly sought, avidly con» 
| a ee ee ee ee ee oe Oe OR 
inte disuse, 
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2 etter to the author fron Willian 3, Coulter, Program Officer, 
Ohio Board of Recents, January 25, 1967. 
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The Compesite Comumity Goll@ge (CCC) ic an escometric 
molel ‘aged on all regeaweh for this paper ani net epecifiaale~ 
iy mm the three cage studies previoucly disousest. if io typie 
ea) of many commmity colleges. Individual techniques are iden 
tified oily if they are pertinent te the made]. “o attempt te 
mage to correlate CCC with any individual echeol, 

CSC i¢ a oity controlled echool located in a mxtemtely 

@ized (500,000) olty and, other than a lene established! private 
q Liberal arts eolleze, is the only institution of higher educa 
ten in the immediate area. It we chartered in 1962 and open- 


~—-s« @, Ghat fall with an initial enrollment of 900 PTS and a total 
gf 1700 students, approximately 5¢ percent of which were in 
% y Glasses. Since that time cnrollment hae consistently 


| | nventied urojections, ei thes rte exceanen tae 
| rnabet 2500 P25 an a tote stato oaty of H000.! Much of" 
8 growth wae attributed to the lack ef other facilities in 
the axen ani tho bread spectirm of courses offered ty COC. 
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for a1 weepoted buildings, The tis increment af commis. 
tio, which ineloded « now aiminiotieation tuliding emit a gelie 
emee laboratory, wac completed in the spring of 1966 at a 
eoet of over 2,5 million dollars. 

The college operates under the direction of a leeal boa 
of trustecs appointed by the olty council for five year stage 
gered. terme, The beard ic responsitie to the State Board of 
ee SOF A NE Ee ee ee ee ere 
Wige is autenomous, State funds for aapitel expentit: 
provided by a formula depeniing on the sige of the inetituti 
CCC qualifies for one half the cost of construction to be bem 
ty the state.’ The rest will be provided by an appropriation 

dm additional requirement by the etate ic that «a survey by 
& State toan of recearchers is mle periodically te determine 
Te ee ee ae ee ee eee 
of mew facilities. The recommendations of the team are not 
Tl iidets nis Shea ebiineiy Yaten enengltls on tee deal A cum 
nah toan had completed a stuly six uonths ago and concluded 
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meet the inoounine otuwlevte fox the fall gemester of 1965, 
Theie mememt was in the beetle of the bord of tructoes, 
In aidition, an update! prejection of eirelinmsyt ted 
been completed ig a joint committee of tiv college, the lo» 
_ City. The cert hag been borne by the Chamber of Commaree, 
The recults are show: in Figure 12. 
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orl see 
complex with salticlent space for 5,000 thuiente, The eeti~e 
mibed coot for the swiller tullding wie 61,006,000 far the 
firet one ors 64,100,000 for the eaceanl ane, which ropresene 
ted inemsased cotte fran inflation. The coset of the single 
large Dullding was estimated to be 71,900,000, In both ences 
the total equare footage when completed would be the ame. 
Cost per square foot of grows apneo was estimated to be 125,00 
for the firet increment of the two building plan, $27.50 for 
WAS mares? 

‘The bom of trustees mot to decide which of the aLtermm« 
tives showld be adopted, They all felt that some decision 
would have to be mde soon if the request for state funds was 
to be prepared end approve! in tine to start the eonstiew tion. 
ne SAUNT SOLINRONE SNS SD Se ee eee 
the ete wold net at tenet fo note for eta et apmme 
saqweved by the Sean of paweren a tentative pheaeinn* ane 
given, though actual fundies were not approprietel util July 1. 
ee, eee tee we See OS ieawinees Cuero 
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that it would take af least elehteoen monthe fran the time 
the deoioion wie sade uwitil the glmes rooms wore ready for 
vtenbex 1965 was just eighteen monthe away. 


though it would not be fully utilized for five yoors, it 
would still sost lees pox square foot than the two ommller 
buildings. The proponents of the to stage construction 
the past snd there was no guarentee that they would be cor 
rect thie time, They felt that there wae no reacen to hurw 
ry on the decision as thore ws sufficient time to decide 
when to bulld the secon! building. 
required, The tusiness aanager pointed out thet these fuss 
cane from & separate account end were based on a flat foe 
from the state with the rest onde up of appropriations from 
the city ommoil tax revenues, He had not prepared estimtes 
since no action would be needed uitil the sumer of 1960, 
Another mauber commented on the extem $160,000 added by 
_ thie was common among architects, but it was against norml 
coset as a "quelitative” inprovenent over the first buliding. 
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eouparable institutions, feele complacent levelor 
what is termed o master plan. Nowever, careful comelderatic 
must be sven to fust went information 18 containot tn tty an 
| antiy, that whieh ie net. It is, in setuality, an 
@xehitectya) plen ani the difference between this and a true 
mater wan is significant, while their ) inoluies the daw 
aggregate coste attached, it is hardly comprehensive, A cole» 
tege if no more made up of buildings alone than 1t is of ine 
etructors without students, An archi teetual plan ignores that 
aman sted eer mminnsaen bese ase a dinee pasate 
sepnhset:; to more instruetors and text books for the inoreased 
@tudent capecity. In other words, what is usually held up ac 
guch @ designs and while the importance of physical. facilities 
comet be minimized, it is tut @ single part of o11 timt is 
weinet 
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Ore terthet of inteswating ali the facturs of 2 toue mace 

ter plan inte @ gine amioeie is a Plein, rooming, 
Eticetine Gyetem, meas ocomonly referred to ma SPSS oy Siaeply 
"mrogmmn: naiceting"«theouc: the latte only empbaciaes the fiw 
mal portion of the syste: ant i open to serious migsonsepti: 
FPBS ie ome of the most misulerstecd, an thus controversial, 
aystens for deciaion mking, It receeivel its fixet major dow 
finitive ebady in 196% by Devid Neviek of the BAND corpermtien, 
@ UiSs Goverment ivantnenanill Take wae fellas & pete 
Shs eeetiention tw Chavhee 3¢ Hiteh end Relenk Hi ase 
Hiteh wis » tates appointel Assistant Searetary of Defense (Compe 
trolier) sm Mekesn continued to write on the subject for BAND. 
 emenbe ot proyean budewtiney ear PRS, hed Lone been 
beeen 0 iy but these two hock ware the Fiat to be 
earlier in this paper, P59 bas now become mandatory for 021 
and private business utilises muy of ite consepte with a 
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There have been send highly vous) erities, ad woll ac 
propmmenta of the ayetes that have bean less than open aisvled 
in their discussions of 16, 16 te woll. to vemeuber that 
neither the dagimmenrs « 
gained that We CHEE 00 6 ST Liiey ner 
434 they inteni thet it would supplement judgemental decision 
takingethouch both characterishisca have been attributed to 
the oyete: et ome tine or another, Nehean weobe & momccandun 
which cautioned acainet total reliance on prns,! ana men 
tiem, it too had lMmitations, 

| PINS atbempte te isolate an objective of resource allooae 
| fagracandiesanadaaatinaadaceaneannltsussciseas be iouwasn sso 
a nes Se ~sanaaled Sones ore. 
heavy eumiasie on the presentation of alternative mothale of 
“Peaohing the chosen goal and demic a main effort to quane 
necesanry Tt gives information to sharp the sbiiity of the 
— maker en in ens ie neutral and mikes no chalod, 
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isc a modern decision maling tool whieh finie wide application 
in business and geverment anil which offers the eiucationsl 
administrator an invaluable teol in coordinating the multie 
faricous activities within 4 college. CFM is but one of seve 
eral methais of determining which activities contributing toe 
ward an objective are critical to the tinely completion of the 
total project. It enables the administrator to comeantaate 
his efforts on those items whieh moet divectiy effect the 
outcome, It ia: 


CPH is typleally @ graphic presentation of each task ree 
quired outlined sequentially and in teehnologia& omer, (iss. 
no job appears on the chart util all of ite predecessors 
have been Listed.) To each ayuhelic representation of a task 
there 19 attached identifying codes ani the time required to 
somplote the task, ‘Taske are then comected by a series of 
arrows or lines (or as one author states “within @ network" )* 
indicating the order in which the steps must be completed, be 
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they concurrent or progreaaively interiopenient, The shortest 
time along the intersamescting lines tmus become the leact 
possible lencth of time wequiwed to camplete the project and 
serves to identify pesaible “bottle necks",4 It is te thie 
eritioal path that the administrater muet tum hie attention if 
the elapsed period from etart to finish 49 to be reduced, If 
his efforts are successful. and the oritical path ie reduced, 
the next shortest time becomes the critical path, The peosess 
$a contime wetll there is an irredueable path which then ra« 
presents the least time required to achieve the objective under 
the present conditions, The method appears deceptively simple 
for 4% would seem that mongers infultively have long utilised 
this provesa.® this my be 90, but by depending on Intuition 
he has become involved in a "fire trigade" effort, constantly 
confronted with orises ani foreed to oope with then as they oo» 
Jeot ia uniertaken and highlights just which itens of the ontire 
eorrestion prior to becoming a cried. 
fe thet “the user Lo required te give considerable attention to 
Pleming and soheduling whieh yield « return which i¢ indepen 
dent of the ss 5 teckmique'.? Alea, due to its essential 
orn ws developed in ite present form less than ten yeare ago, 
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 -probllen area, return on investment encompasses the entire rae 
tlonale of any organization, private or public, profit or norm 
. Pideation it becomes one, but io divested at the very basic 
—s uaettien of what resources are requbred to achieve the objoo- 
i ine duetwnts ee cemveneaty’ teak 40 10 Wak 46 enhines wae 
the recourses allocated, aastadeasapensalbeistissssinscisieiayss4 
@urement of the relationship between inputs anil outputs. Thougn 
the development of ROI, as it is camenly abbreviated, is oom 
monly attributed to the General Motors Corparabion, ib we firet 
Steet vy the 2) Ty du Pont de Nemours and Comany?? che 
| @mplacis place’ om lt by Alfred P. Sloan in what was te beoone 
ff Olnasic book in the Literature of financial management and 
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business administration, 
has been adopted as a primary management technique by & nume 
ber of major corporations in the United States, though the 
guscessful application or concept has net been sumranteed, 

It 18 more applicable to academic institutions than to sone 
business corporations that have attempted it because a cole 
lege normally stands as an independent ontityewa vital ree 
quirement for ROI, 

The first part of any HOI formula is o relatively simple 
matter to most colleges. A determination must be mde of just 
wat resources are invested in the organization. If nothing 
else, most schools can produce 4 current budget; and ae far 
as operations and maintenance costs, thie becomes an accurate 
input. The measurement of output is, of course, more diffle 
sult. Of a11 the criteria proposed that which appears to be 
the most accurate ani the most easily prepared is the number 
of student instructional hours.” There is no pressing need to 
equate 4 dollar value with these hourse-andi it would be almost 
impostible if attempted=-for they in thenselves are a quantie 
fable Gnd product, (The quality of the instrustion is entires 
ly another matter.) Thus if a school were to take each cates 
gory of current expemliture and divide it into the total 
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numbex of inetructional hours provided the etudents, the cost 
per hour for each eatesory aan be computed, This is not & sole 
itary, sterile anount, but one against which others may be cone 
pared, As an emmple, if instructor galaries invested realized 
a rate of return of one student hour per doliar in 1946, but 
the amount rose to 31.50 the next your, it ie obvious that a 
ehange has oecured, This might well have been @ result of a 
preplanned action; but if not, it will alert the administration 
that costs are out of line with past experience, Likewise, 
among institutions, if administrative costs per stuwlent instruc 
tional hour are consistently higher in one college than another, 
Obviously something ie not being done the same and it behooves 
the administration of the high cost inetitution to investigate 
the cause ani, if possible, correct it. 

If required, most institutions could provide thie type 
of informmtion today, though 16 might require a mesive clerie 
eal effort if their accounts were set up on traditional Lines 
ani no automted data system we utilized. It te aleo possible 
that academic administrators would raise questions about the 
quired, Yet thie is the type of information presently required 
ty the federal covernnent in conjuntion with its support in 

Capital expenditures create an entirely different problem. 
Are the costs of a new building to be charged against the stue 
dente attending school the year the expenditures are made? 
Hawily! One popular solution is net including capital coste 
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when comparing the eest of student eiueation. However, this 
@olution is gained only by ignoring the problem, Capital ore 
pomiitures ane 4 significant portion of the cost of education 
ani while the administrater of « collese my choose to ignore 
them, it ic doubtful if the federal severnment will, particue 
larly since these eapiteal sests ean be qultably allocated te 
Student load, The method utilised for this allosation, whieh 
ie required before return on investment can be intelligently 
applied, is nothing more than depreciation,! The very tern 
waises objections among same academic administrators.” It 1s 
often associated with, soashow, setting mmeay aside for evene 
twil replacement of the capital item, This is not the case, 
Depreciation is a method of spreading the cost of a long lived 
eepital item over a pericd of time equivalent to ite contribue 
tion to the return. It involves no doller bille hidden in a 
ee ee ee eee ee eee 
‘for hoarding the fumds. It te an eduinisizative technigue of 
the financial manager. we be swrhetly & piped weet trmnenetbie 
“But At does provide the method for determining the total cost 
ourrent expenditures, Usach capital iten must have ite econu:le 
““‘Mife determined, For & ¢lass room building thie sould be 
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forty yoars, a¢ an amamplea; for a inboratary, cinoe it te wash 
more subject to obsoleasenes, thirty yanra. Thie doe@e not ine 
ply that at the ond of the forty yoers 421 clase room bulldinges 
will collapses, nor that 2% would be economical to tear than 
Gow after that period, What it doee state le that the costes 
of the construction will be allocated to the stulente over a 
period of time equalling forty years, 
tiene) hours utilized as @ neagure of return, annual comarle 
gone oan be made for ROL ami it becomes a walid, useful corm 


A DEMONSTRATION OF THEIR APPLICATION 


| If the hoard of trustees of CCC has been oparnbing with 
tion of the additional olass room buildings would have been tae 
sel on quite @ifferent information than thet which was presene 
tet, Pirst, a definite objective of the college wold have been 
Ageinat their contribution to that goal, In this case, the obe 
“geltnent of CCC, ineluting total stwlent load, FTE students, 
would have been further refined to foresaet the expected mix 
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of teruinal and toimnefoer canes, day ani evening atutente ani 

would have been baged, ideally, om a coubination of eurveya 

imeluiins at leach one by an ormanigation exteaml to the 

oollege or interested parties to ineure couplete objectivity.* 
This would be the starting point fer plaming, The munber 

of stulents each year and the required student inetructional 

howrs would serve ac a moncureable output. Thies output would 

be further serrerted inte an input required, ineluding facilitios, 

gran furthest Into the future to have an actual cost attached 

to the inputs, Fe et eS ee ae 

tiona? clase room tulldings would be a subealement. 
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inte m CPN display, the neseasity of a deeieien on new clase 
woos would lueve become apparent even earlier and the tous 
teas would have. imnow im Guffielent time to eonduet a there 
one of the many that must be mde in the future to eneure the 
Susgess of the expamdied facilities. Though a highiy abbreviae 
tel emumpie, Figure Fourteen ig an emuple of the CPM network 
“Ale FPnS an CP would have assisved the trusteee tn 


lative costa of the two alternatives. 

allocating the cost of the tndlling over ite sooneuio 
Life, axl discounting each of these coate back to the time 
ence & cotatty eaaet the present value of the 
(limes axe eo more accutate meagre, but for simplicity, Prs 
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in thie aase "T° eguale the total cost of the building, 
“2° the econemie Life in yearm, "1" the agreed upon disecunt 
wate for inflation, ant “O" the muber of PIE for onoh indi« 
wiival your. 

if COC had utilised thie foowmie, whdlising «© forty year 
@eonenic life and ea tioree percent por arenm diseount rate aati 
at capacity prior to any classes being held in the new ones,? 
a ee 
Man a8 nontnat 5436 por stutent for the since Serve Pali 
FE tisetine ave einen tu Pawo viteeent Sint thaws 40. on ane 


- olube constraint on stulent ubiliention (the eapacity of the 
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portion, “he oritieal period is that up te the time the tulle 
ding is used to oapmelty, A gemphic presentation of the rala- 
«Rive cowte por year te given in Figur Sixteen, where it beq~ 
comes apparent that while the seeond building of the two tulle 
fing plan ‘uapoees en Imereave in costs per FTE it ts net enough 
| $e effect the extremely high coets during the first yoare af a 

tingle large class room bulliing. ‘The difference 1s significant. 
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Toe bulk of the vartetion weiees frac the feveriowns t6 the 
jazeger Wuliding that ie waned and tx 
yooxs, Thus, while csuperficialiy the tose promimt caste of 
the two building plan is higher and me cout par o¢uare foot 
@mooeis that af a cingle willding, the cubput compte) with 
the resources consumed ie higher for the two stage wlon, Ghia 
| eppecreens wander Le often confrented ly govurmment and business 
oat”? cau orpemtions Mave june %0 far as to snunnote 
a | that any vetum to better then none, nb ts he eon 
ew exanatty this stats tira be oredr oo ene cay 
SE scsasas Gi psh de MIE ie ta vase 
ee outa 1s §2F~ 1004 This could provide a munber of ssholaae 
' = or mike @ considerable improvement in the Likomey, te 
ae The aveningiy apparent choice was not tho best one sion 
ss tigooted to careful analyse, “ 
her to develop infoarusticn to agulet the governing touctoes 
2 $Me the bast posible cholee, 
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There oan be no doubt that higher education in the 
United States is growing at a crenter rate than almoect any 
other segment of the society. The muiber of inctitutions, 
ervollment, spemling and revenue #11 indicate an ever ace 
eelerating expansion. 

An underlying cause is that the basia of higher educs« 
tion hae undergone « fumdanental change: it no longer is 4 
lumey. It has become o neceasity to a large portion of the 

This shift in support has brought about increased preg 
alg agaenapdaatineaplanadbeepnsepaiteier.: sige sot 
ithe wnaiened 40 napenis in eeneen qnneeinieh satan 
im epite of their reluctance to apply advanced techniques, 
 «g@verrment makes euch a change mandatory in the future. 
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the aeademics environment. With them there is new Ingizht 
into the offects of a decision and a better understanding 
of what will be obtained by the allocation of resources, 
The end recult is better sehoole fox less moneyeoan chjooe 
tive that should be of paramoumt interest to any academic 
adninistemtar. 


& ¥ORD OF CAUTION 


| It 48 well to remember that analyses such os thoee that 
have been demonstrated do not, in themelves, make decisions, 
of CCC the Beard of Trustees might well have decided to bulld 
& @ingle building had there been qualitative factors which some 
penaated for the cost differential. Financial management is a 
teol which charpens the judgemental process, It ie not a mage 
‘ters «The final burden of choloe mist fall where it always haa 

There is also a tendency to over emphasize the exactness 
of mmerical deta in forecasts that is deceptive. There ica lite 
‘Qe justification for preparing informtion in exact dollar and 
cents ancunt for five years in the future, This cives a sense 
of accuracy that is not warranted. ‘The data is obviously 
- Spough" and cannot be refined beyond a relative degree of 

if these two cautions are incorporated into any finane 
e101 plemning, the entire managerial system will operate more 
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Smoothly and be of greater benefit to the users. 
RECOMMENDATIONS FOR FURTHER RESEARCH 


Two taske must be completed prior to any further ree 
search inte the subject of financial management in higher 
education if it ie to be meaningful, 

The first is for the various agencies dealing with the 
@ubject to adept a standard set of definitions and establish 
@ positive and interchangeable stenian for date. This is 
particularly important in the Junior college movement. At 
present much of the data is useless because it cannot be com 
pared with information collected by different sources, 

The secon tack is to establish some type of cleesing 
house for information which already has been gathered and 
stulies that have been made previously. The logical organie 
gation for auch & collecting point would be one of the mimy 
associations presently dealing with higher education, If pro 
Pprietory rights are involved, licensing fees could be estahe 
lished for use of the material. 

There is Little exeuse for vital informition being so 
widely seattered that for a11 practical purposes 1t is with 
held from those administrators that oan most use it. 

‘@@ well as the academic sdministratar, could better discern 
those areas in which research is incomplete. 

it would appear that what i¢ most needed in the future 
mee detailed denonstrations of specific concepts of financial 
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management in specific problem areas. 
CONCLUSIONS 


Community colleges are rapidly becoming a m jor influe 
ence in our soolety and their importance will continue to 
grow, Historical ad hoes teckhmiques can no longer cope with 
the size of the problem. The most discerning concepts of 
financial mamgenoent must be utilized for the intelligent 
e@dministration of the massive resources being committed to 
higher education. 

| These techniques are applicable, not only te commmity 
eOllezes, but to all institutions of higher learning. While 
they can be utilised for the mijority of functions within a 
College, they are particularly applicable to the capital ex« 
peniiture decision, for the environment in thie particular 
‘problem is very closely allied with thet in government and 
the decision which will have the moct lone lasting influence 
on the school. 

These concepts will bring benefite within the indivie 
dual college. Also, if demands are mde on the administra 
ter by governmental agencies as a precondition to supplying 
funds, he can supply the requisite analyses. 

Higher education looms so large in the future of Amerie 
oan society thet it needs and deserves the very best adminie 
strative talent available. College is ne longer reserved 
for the few and ie becoming en integral part of our entire 
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#1316 
mation. The dream of de Toequeville is within reach, But 
that day will come sooner and will. leave more resources for 
ether efforte if the mation will but apply the imowledse to 
acadenic administration that it has gained in other fields. 

Otherwise it will be just a matter of time until soneoe 
one will mike what will become an often quoted truiem, "Cole 
Lege ic teo important a matter to be left in the hands of 
the educators". 

It is hoped that there will be no need for such a statoe 
ment for it would be @ tacit admission of the inflexibility 
of college aduinistrators, ‘The magnitude of higher eduen» 
tien in the United States is too great for any personnal or 
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